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The Case For 
Common Stocks 


66 VER LONG periods of time 

QO common stocks in general 
would have provided dividend 
vields larger than the earnings on 
life insurance company _ invest- 
ments. While declines in stock val- 
ues have occurred and have been 
dramatic at times, increases in cap- 
ital value over the long run have 
often been substantial, especially in 
an inflationary era.” 

What is your guess as to the 
origin of the above paragraph? A 
broker’s letter? An advertisement 
of the Stock Exchange? 

It’s a quotation from the first 
annual report for the fiscal year 
ending March 31, 1953, of the Col- 
lege Retirement Equities Fund. 
signed by R. MeAllisted Lloyd, 


president. CREF, a companion or- 


ganization to Teachers Insurance 
and Annuity Association of Amer- 
ica, invests its entire income in 
equities. 

“The fundamental investment 
philosophy of CREF,” Mr. Lloyd 
explained in the report, “is that 
premiums and other receipts are 
used immediately to purchase com- 
mon stocks, month after month. 
vear after year, at whatever prices 
happen to prevail at the time funds 
are available.” 

This, he explained, eliminates 
the speculative effects of trying to 
guess which way the market is 
going at any one time. No attempt 


is made to guess the sporadic ef.- 
fects of each day’s international 
and domestic news on common 
stock prices, nor to buy stocks for 
a short-term speculative profit. 

“CREF is a conservative, long- 
range program for the investment 
of retirement savings,” the report 
said, “the funds accumulating for 
many individuals for a long period 
of time and to be paid out to these 
individuals and their dependents 
over many years.” 

Investments will be made only 
in industries and companies ap- 
pearing to have satisfactory long- 
term prospects, Holdings will be 
sold when continuing scrutiny dis- 
closes the development of unfa- 
vorable factors. 

On March 31, 1953, CREF had 
an investment in equities—based 
on closing market prices that date 

of $1,789,896. 

Largest holdings included: 1.700 
Southern Company, 1,609 Dow 
Chemical, 1,400 Virginia Electric 
Power, 1,200 United Gas Corpora- 
tion, 1,100 American Can, 1.020 
American Gas & Electric and 1.000 
shares each of Union Carbide & 
Carbon, New York State Electric 
& Gas and Public Service Company 
of Indiana common. 
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THE INVESTOR’S STAKE 


iw Profit-Sharing 


By Water H. WHEELER. Jr 


N TALKING about profit-sharing 
I around the country. | often en- 
counter company heads whose pos- 
itive interest in the subject is modi- 
fied by 
investors are generally opposed. 


their assumption that 
“How will our stockholders re- 
act to sharing profits with em- 
ployes?” is a question they ask 
frequently; and | must admit that 
it once gave me some concern. 
The answer. surprisingly enough. 
is that investors are far more fa- 
vorably disposed toward profit- 
than 
men realize. 
The latest 
Pitney-Bowes came to us in the re- 
last 
vear among all our 7.500 common 


sharing most management 


evidence of this at 
sults of an opinion survey 


share owners who, we learned. rep- 
resent a rather typical cross-sec- 
tion of the Brookings Institution’s 
national census of U.S. share own- 
ers for the New York Stock Ex- 
change. An extraordinarily high 
37 per cent of them responded, 
and the answers pertinent here 
were to a question which briefly 
explained our profit-sharing plan 
and sought their reactions. 

We were. frankly. surprised and 
encouraged to find that more than 


.. President. Pitney-Bowes. Ine. 





81 per cent of the responding share 
owners approved the plan. and 
that as many as 21 per cent of these 
favored expanding it. Thirteen per 
cent did not answer that specific 
question, and only 6 per cent said 
the plan was “of doubtful value 
and should be curtailed.” 
Another question asked 
stockholders to rank five factors 
most to the 


our 


contributing 
pany s postwar growth in emplove 


com- 


productivity and efficiency. They 
gave the profit-sharing plan 22 per 
cent of the mentions. second only 
to “management skills and leader- 
ship” with 26 per cent, and far 
ahead of “hetter tools and equip- 


ment.” fifth with 13 per cent. 


1 








It seems to me that such clear- 
cut approval of profit-sharing from 
such a representative group of 
stockholders illustrates a significant 
trend in public and investor think- 
ing. At the same time, we have im- 
pressive proof of new and wide- 
spread business interest in profit- 
sharing. A national newsletter’s re- 
cent mention of the availability 
of assistance in setting up profit- 
sharing plans drew more than 
3.300 inquiries to the Council of 
Profit-Sharing Industries. 


Mutual Interests 


The philosophy behind all this, 
I believe. is that the fundamental 
economic interests of capital and 
labor are mutual and derive from 
the same sources. There obviously 
has been a wide psychological gap 
between the poles of capital and 
labor, and profit-sharing is the 
spark that can jump the gap, close 
the circuit and re-energize our capi- 
talistic system. Of itself, it is no 
panacea, but it is the base for other 
sound human relations practices 


so necessary in all spheres today, 
At the root of too much labhor- 
management strife in the nation is 
the issue of profits and their dis. 
posal. Profit-sharing, by attacking 
this labor-management problem at 
its basic point of contention, seems 
to me to be a fundamental way to 
resolve it. What better way can 
there be to convince employes of 
the wisdom, in public interest. of 
running our businesses for a 
healthy profit than to give them a 
visible, direct stake in that profit? 
Sharing is a natural type of re- 
lationship between two human be- 
ings with a common objective. If 
it is so for two people. it is so for 
the 3.500 employes and 7.500 stock- 
holders of Pitney-Bowes, and for 
the millions of workers and invest- 
ors in our larger corporations. 


Invest Lives 
Employes invest and risk a part 
or all of their lives in business in 
a way somewhat comparable to the 
way stockholders invest and risk 
their funds. If we can pay good 





Jobholders hear about a new payment under the profit-sharing plan. 
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Walter H. Wheeler, Jr., joined Pitney-Bowes when 
the company was founded in 1920 and became presi- 
dent in 1939. A strong believer in profit-sharing, 
he helped to found the Council of Profit-Sharing 
Industries. During World War 
headed the War Production Board’s New 
England region. He has served as presi- 
dent of the New England Council and is a 
member of the Business Advisory Council 
to the Commerce Department. Mr. Wheeler 
is one of the few industrialists who, al- 
though heading a company which has never 
been organized, has addressed annual State 
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wages and salaries and pay stock- 
holders a good return on their in- 
vestment, it seems logical and fair 
to share any overage in operating 
profit between the partnership of 
capital and labor, 

As I see it, we can’t escape profit- 
sharing in its broad sense. For we 
can’t move wages without affecting 
profits—unless we continue the in- 
flation route of raising prices, too. 
We know that the margin of profit 
is small. Yet in the eyes of labor 
and the public, profits are exces- 
sively large and the margin to 
share is believed to be great. 

Many in industry still try to meet 
this modern-day challenge by cling- 
ing to antiquated concepts and at- 
titudes. They draw a profit line—a 
battle line—of distinction between 
capital and labor, while giving lip- 
service to partnership. Some of us 
still refuse to take the realistic view 
that profits are a matter of employe 
concern, that they are grossly and 
fantastically misunderstood, and 
that the best corrective “economic 
education” is the creation of a 
real participating interest through 


profit sharing right on the job. 

1 define profit-sharing as any 
procedure under which employes 
are paid, in addition to good going 
rates of regular pay, current or 
deferred sums based not only upon 
individual and group performance 
but also upon the prosperity of the 
business as a whole. 

“Deferred” sums refer to so- 
called profit-sharing trusts under 
which a portion of profits is held 
in trust to be paid employes at 
some later date, usually upon leav- 
ing the company or retirement. 


Four Steps 


Without getting into the tech- 
niques of profit-sharing here, let 
me nevertheless point out four pre- 
requisites. The first is to have reg- 
ular rates of pay that are fully up 
to standard. The second is not to 
make profit-sharing payments so 
frequent. such as monthly, that 
they become taken for granted as 
some form of regular pay. The 
third is to make sure, by regular 
and frequent communication. em- 
ployes understand why profits are 
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necessary, how they are earned, and 
how the profit-sharing payments 
are computed. The fourth is to in- 
tegrate the plan into a well-rounded 
program of industrial relations. 
Pitney-Bowes has used cash pro- 
fit-sharing successfully for about 17 
years. Until seven years ago, it took 
the form of a year-end bonus. We 
now pay a quarterly wage-and- 
salary dividend, and also have a 
liberal retirement income plan. 


Formula Used 


In our case, the wage-and-salary 
dividend is based on a formula of 
setting aside for employes 25 per 
cent of each quarter's operating 
profit before taxes. From _ this 
amount is deducted the regular 
quarterly payment into the em- 
ployes’ retirement income plan 
trust fund, and the remainder is 
distributed to all eligible employes 
on a weighted basis. 

Because both the profit-sharing 
payments, like wages and other em- 
ployment costs, take place before 
taxes, it is possible to point out to 
our employes that these payments 
are currently comparable to the 
company’s total net earnings. In- 
deed, because of the severe penalty 
which the excess profits tax has 
placed on growth companies like 
ours, our profit-sharing actually 
exceeded our net profit in 1952. 

Annual cash payments have been 
amounting to from 7 to 9 per cent 
of base pay for most employes, 
the fluctuation depending directly 
upon the company’s profitability. 
That this fluctuation in a com- 
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pany’s profits can become a matter 
of real concern to employes is 
proved by the experience of our 
second quarter last year. At the 
half-way mark, a drop in operating 
profit, followed by a low wage- 
and-salary dividend rate of 4.4 per 
cent, alerted all employes to the 
seriousness of the profit problem 
and rallied all behind a company- 
wide “profit improvement” pro- 
gram. This became an important 
factor in enabling us to reverse a 
downward trend and to close the 
year with net earnings 4 per cent 
above the previous year despite the 
impact of the excess profits tax. 


Profits Trebled 


In companies like ours where 
employment costs take the biggest 
segment of the income dollar (ours 
takes more than 50 cents). I sup- 
pose it is easy to go off the deep 
end in one’s enthusiasm for a plan 
or program that has meant so much 
to efficiency and morale. Yet, while 
one must not forget the importance 
of other factors and forces, there 
is something more than a coinci- 
dence in the fact that in the six 
years of our present profit-sharing 
plan our sales and operating profits 
have trebled. 

When you add the increased 
earnings and job satisfaction that 
have come to our employes, and 
the years of industrial harmony 
and teamwork, you will understand 
why I believe that not only have 
the country’s investors a big stake 
in profit-sharing, but so has all 
America. 
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SEVEN 
YARDSTICKS 
for “Growth” Stocks 


By WituiaM K. Beckers 


S AN investment concept, the 
Beck company ’ is relatively 
new. It has emerged gradually— 
and with constantly sharper defini- 
tion—over the past two decades. 

Just any company which grows 
isn't necessarily a growth com- 
pany. In retrospect, that little oil 
producing company may _ have 
grown faster than Dow Chemical 
or E. I. duPont but, despite that 
accomplishment, it is not a growth 
company in the current investment 
meaning of the word, because it 
doesn’t meet the modern investor’s 
special requirements when he uses 
that term. 


Risk-Taking 


When the investor buys a 
“orowth stock” today he is taking 
a risk, but not the kind of risk so 
often identified with new and un- 
proved companies. Nor is the risk 
the kind which is taken in guessing 
the market swings in an _ estab- 
lished company. 

What he is really doing is some- 
thing which is relatively new. He is 
delegating his risk-taking to the 


growth company’s management. He 
is in effect turning over some of his 
capital to men whose job in life is 
to make capital grow. 

While the historical record of 
growth companies is still short, it 
does seem almost certain that the 
long trend of their earnings should 
be good. Earnings do go down in 
periods of depression, but the de- 
cline seems to be less severe and 
the recovery seems to come sooner 
for growth companies than for 
other enterprises. 

It is the growth characteristic, 
present in varying degrees in dif- 
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William K. Beckers, a member of the New 
York Stock Exchange for more than a 
quarter of a century, was Vice-Chairman 
of its Board of Governors from May, 1947, 
until May, 1950. He served as a Governor 
of the Exchange from May, 1938, to May, 
1942, again from May, 1944, to May, 1950. 
Born in Germany, where his father was a 
chemist with the Bayer Company, Mr. 
Beckers came to this country at the age of 
two. He was educated at Yale and Colum- 
bia. As a general partner in a large Stock 
Exchange member firm, he has specialized 
particularly in the securities of chemical 





and drug companies. 








ferent companies, which is relied 
on to offset not only cyclical busi- 
ness swings but also, to some ex- 
tent. changes in the purchasing 
power of money. 

Today’s rapid social and indus- 
trial changes present real dangers 
to the static company. The alert 
and dynamic approach of the 
growth company is itself an invest- 
ment safeguard against possibly 
unfavorable general trends. The 
investor thus has in mind various 
protective features in making his 
“growth stock” investment, in ad- 
dition to the frank desire for long- 
term capital gain. 


Seven Conditions 


It seems to me that to justify the 
term “growth stock,” a security 
must meet the following seven con- 
ditions: 

1. The company issuing the 
stock must be a strong and well- 
established enterprise. 


2. The field in which the com- 
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pany operates must be one whose 
existing products are expected to 
grow, or one in which there is a 
large market for new products if 
they can be evolved. 

The fields may include not only 
chemicals and synthetic fibers, but 
life insurance and _ packaging 
shares. The main requirement is 
that there must be a growth po- 
tential substantially larger than 
the expected growth due to popula- 
tion. or even the secular growth 
which is to be expected from the 
average company in the industry. 


3. The growth company must 
retain and plow back into new pro- 
ductive capacities not only its de- 
preciation flow. but a sizable por- 
tion of its earnings. 

Management even supplements 
internal funds with borrowed cap- 
ital. Of the $600-odd million of new 
capital raised by the chemical in- 
dustry in 1952. approximately 
$500 million was in debt financing. 
And as management issues addi- 
tional shares the investor expects 





that per share earnings will not be 
diluted in the long run. 


1. The investing of funds by 
management must follow a scien- 
tific and intelligent plan. 

The company must not wait to 
be run over by its future. It must 
go out and create that future. de- 
liberately and aggressively. It must 
be willing to risk dollars on tech- 
nical and even basic research. and 
to spend money investigating or 
creating markets. 

The best growth companies seek 
sound and long-range production 
programs, not short term profits. 


Capital Assets 


5. As to capital assets, the man- 
agement’s concern cannot be exclu- 
sively for the balance sheet. 

The concept of plant is no longer 
static. To tie the plant up with 
string just to make the balance 
sheet grow is not well regarded. 
and I am, of course. not disparag- 
ing in any way a healthy financial 
condition. 

The growth can come either 
from within or by acquisition. as it 
can for products or personnel. 

Most investors prefer growth 
from within. But such a condition 
is neither arbitrary nor exclusive. 
No one would quarrel with Union 
Carbide’s purchase of Bakelite. nor 
with Monsanto’s general pattern of 
getting into a new field by first ac- 
quiring a company in that field or 
at least allying itself with such a 
company. 

The preference for internal 


growth rests on a feeling that such 
development is often accompanied 
by specialized know-how in re- 
search, manufacturing or selling. 


6. The company’s activities and 
attitudes must be socially construc- 
tive. 

This is rather a surprising re- 
quirement, especially as it is a 
spontaneous one, not based on 
moralistic motives but on a solidly 
materialistic point of view. The in- 
vestor demands that the company’s 
products must be serviceable. that 
its relations with its personnel must 
be good, and that it must be well 
regarded in its community and by 
people generally. Frequent labor 
trouble is a mark against manage- 
ment, 

The campus atmosphere, the 
quiet laboratories. and the mod- 
ern equipment of the ethical drug 
company are, for example. definite 
factors in attracting and keeping 
scientific talent in the company. 


Able Management 


7. The management—and this is 
obviously the most important con- 
dition of all—must possess unusual 
ability to make assets and earnings 
erow. 

The investor looks for depth of 
management. as well as ability at 
the top. Resourcefulness is prized 
particularly. 

It is difficult enough to guide the 
destiny of a company in a cyclical 
business. To guide a growing com- 
pany requires even greater flexi- 
bility and foresight. 








A New Look 
At The Stock Market 


UBLIC INTEREST in the people 
ie own shares, and why they 
buy or sell shares, has encouraged 
the New York Stock Exchange to 
continue two highly revealing stud- 
ies completed within the past year 
or so. 

The first was the Brookings In- 
stitution survey, “Share Owner- 
ship in the United States” which 
Brookings made at the request of 
the Exchange and published in 
June, 1952. The second was the 
public transaction study under- 
taken last Fall by the Stock Ex- 
change. 

Another public transaction study 
has been completed and it is 
anticipated that future motivation 
studies will be made on an annual 
or semi-annual basis. 

The Exchange has also just-com- 
pleted a tabulation of share owners 
of corporations listed on the Ex- 
change and expects to make this 
an annual project. 


Latest Findings 

The latest investment motivation 
study leads to several important 
conclusions: 

1. People in the medium to 
lower income groups account for 
a substantial share of all business 
transacted on the Exchange. 
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2. The public shows a strong 
preference for shares selling be- 
low $30. 

3. Speculative interest on the 
part of the public is a significant 
contribution to maintaining a 
highly fluid market for securities 
—and hence a highly efficient 
market from the point of view of 
both the buyer and seller getting 
the best possible prices available at 
all times. 

4. Speculation is a market neces- 
sity—nonetheless the Exchange’s 
market rests on a strong investment 
base. 


Trading Analyzed 


The present study covered two 
days, March 18 and 25, and was 
the second in what is expected to 
be a continuing series of similar 
analyses. The first motivation 
study was based on trading on 
September 10 and 17 last year. 

The March study encompassed 
93 per cent of all transactions. or 
a total of 60.064 separate trans- 
actions for the two days. On a 


share basis. this amounted to 
9.237.075 out of the 9.906.773 


shares which changed hands, or 
about double the volume of Sep- 
tember 10-17. For the purpose of 
these studies the buy and sell side 


of each transaction is considered as 
a separate transaction. 

The importance of public specu- 
lation is indicated by comparing 
a day when business on the Ex- 
change was slow and a day when 
business was fairly active. In the 
four days thus far studied March 
25 had the largest turnover, or 
2,320,000 shares. Slowest day was 
September 17 when volume was 
1,000,000 shares. 

“Trading” transactions by the 
public on the slowest day amounted 
to 3.3 per cent of total volume. It 











tions based on an actual or antici- 
pated holding period of 6 months 














was 7.1 per cent on the busiest day. or more. The March percentage was 
A “trading” transaction is defined roughly the same as in September 
in the study as one based on an although in terms of transactions 
‘ actual or anticipated holding pe- this represented a jump from 2,- 
riod of less than 30 days. 181.483 to 3,298,165 shares. 
The market’s investment base The table on this page shows the 
was indicated by the fact that principal sources of volume on 
: about two-thirds of all transactions a percentage basis. 
, by public individuals were for long. People earning less than $10,000 
term investment—that is, transac- annually are just as active in the 
0 PERCENTAGE DISTRIBUTION OF SHARES ACCOUNTED FOR 
is IN PUBLIC TRANSACTION STUDY—BY PRINCIPAL 
“a SOURCE OF VOLUME 
al (Purchases, Sales, Round and Odd Lots combined) 
* Mar. 18,  Mar.25, Sept. 10, Sept. 17, 
mn Principal Source of Volume 1953 1953 1952 1952 
d Total Accounted For........ 100.0 100.0 100.0 100.0 
or Public Individuals ......... 58.6 62.0 57.5 53.8 
S- Trading transactions .... 5.5 7.1 4.2 3.3 
Short-term investment .. 11.7 13.5 11.3 7.5 
s } Long-term investment 36.2 3% 2 37.3 38.6 
to Not classifiable ......... 5.2 6.0 4.7 4.4 
73 Public Institutions ......... 16.4 12.5 18.1 22.1 
or | Non-member Broker/Dealers 4.6 4.6 4.2 5.0 
‘P- RIE. asics riveecs 20.4 21.0 20.2 19.1 
of 
de 

















in the plus- 
$25.000 group. according to the 
March figures, which confirmed 
similar data disclosed in the Sep- 
tember study. The under-$10,000 
group accounted for 26.2 per cent 
of all public transactions while the 
plus $25,000 group contributed 
23.8 per cent. The in-between $10.- 
000-$25.000 bracket 
counted for 25.7 per cent. Infor- 
mation was not available on the 
remaining 24.4 per cent. 


those 


market 


as 


income ac- 


The public continued to show a 
decided preference for shares in 
the S10 to $14.99 price range. 


which accounted for 16.8 per cent 
of all shares bought and sold by 
public institutions and individuals 
in round-lot transactions. The next 
most popular price range was $15 
to $19.99 (16 per cent of the total) 
and the third ranking favorite was 
$20 to $24.99 (12.7 per cent). 

At the low end of the scale in 
public interest were shares costing 
$100 and over (.9 of one per cent) 
and $90 to $99.99 (.5 of one per 
cent). 

Margin transactions showed a 
rather sharp increase which was 
widely associated with the reduc- 





Estimated 

1952 Income 
Under $5,000 6.7 
$ 5,000—$10,000 19.4 
$10,000—$25,000 25.2 
Over $25,000 24.4 
No indication 24.3 
All Income Groups. . 100.0 





DISTRIBUTION OF SHARES PURCHASED AND SOLD FOR 
PUBLIC INDIVIDUALS—BY INCOME GROUPS 


Percentage Distribution -— 


Mar. 18, 1953 Mar25,1953 Sept.10,1952 Sept. 17,1952 


6.1 6.4 7.1 
20.1 19.5 19.8 
26.2 23.4 23.2 
23.1 25.7 25.0 
24.5 25.0 24.9 
100.0 100.0 100.0 
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tion in the margin rate by the Fed- 
eral Reserve Board to 50 per cent 
from 75 per cent. 

Cash transactions by public 
individuals declined to 55 per cent 
of the total in March from 66.7 
per cent in September. Margin 
transactions stepped up to 45 from 
33.3 per cent, Of all transactions 
for the two March days, margin 
transactions for public individuals 
accounted for 27.2 per cent. For 
the two September days the com- 
parative figure was 19,2 per cent. 

The Exchange’s most recent 
share owner survey was based on 
a tabulation of all 1,084 listed 
companies, Data was secured from 
1951 and 1952 reports of these 
companies to the Securities and 
Exchange Commission. 

Here are the results: 

During 1952 gross sharehold- 
ings of record of corporations list- 
ed on the Exchange increased from 
17,050,000 to 17.750.000, a gain 





of 4.1 per cent. Eliminating dupli- 
cations (based on the same factor 
developed in the Brookings Sur- 
vey). the gross figure was esti- 
mated to be the equivalent of a net 
growth of more than 200,000 share 
owners of New York Stock Ex- 
change listed companies. 

The Brookings Survey, as of the 
start of 1952, reported a total of 
about 6.500.000 people who 
owned shares in all publicly held 
corporations, 








DISTRIBUTION OF SHARES PURCHASED AND SOLD FOR 
PUBLIC INDIVIDUALS—BY CASH AND 

MARGIN TRANSACTIONS 

Number of Shares 

March 25, 1953 


Item March 18, 1953 
Cash 1,482,223 
Margin 1,110,019 
WE cacoa ans 2,592,242 
Item 
Cash 57.2 
Margin 42.8 
Total 100.0 


Percentage Distribution — 
Mar. 18, 1953 Mar. 25, 1953 Sept. 10,1952 Sept. 17, 1952 


53.0 
47.0 


100.0 


Two-day Total 








1,581,395 3,063,618 
1,400,542 2,510,561 


2,981,937 5,574,179 


63.4 69.9 
36.6 30.1 
100.0 100.0 
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HOWN ON THESE two pages are 
1952 and 1951 statistics for 27 
leading steel companies — 20 of 
them listed on the New York Stock 
Exchange — which accounted for 
92.3 per cent of the ingot capacity 
of the United States at the begin- 
ning of the current year. 
One way to measure a nation’s 
strength — in peace or war is 


in terms of its ability to produce 
steel. In this respect. the United 
States produces 45 to 48 per cent 
of the ingot capacity of the entire 
world. 

For the 27 companies in the tabu- 
lation—prepared by The Iron Age, 
trade journal of the steel industry 
—ingot capacity increased to 105.- 
181.951 net tons at the start of 





THE STEEL INDUSTRY 


NetSales Provision No. of 
Ingot and for Fed. Common Earnings Common 
Capacity Oper. Income Net Shares Per Dividends 
Net Tons Revenue Taxes Income Outst'g Common Declared 
COMPANY Year (in Mils.) (in Mils.) (in Mils.) (in Mils.) (in Mils.) Share (in Mils.) 
U. S. Steel Corp. 1952 36.4 $3,137.4 $117.0 $143.7 26.1 $4.54 $78.3 
1951 34.6 3,524.1 398.0 184.4 26.1 6.10 78.3 
Bethlehem Steel Corp.. 1952 16.8 1,701.5 66.0 90.9 9.6 8.80 38.3 
1951 16.0 1,799.5 162.0 106.5 9.6 10.43 38.3 
Republic Steel Corp. 1952 10.3 918.4 42.6 44.3 5.9 7.21 23.6 
1951 9.5 1,052.7 117.5 54.9 5.9 9.03 23.6 
Jones & La'ghl. St. Corp. 1952 5.9 495.4 5.91 19.5 6.2 2.91 11.2 
1951 48 564.3 54.3 31.0 6.2 4.76 10.7 
National Steel Corp. 1952 5.1 548.6 42.0 37.6 7.4 5.10 22.0 
1951 4.8 618.5 95.0 45.3 7.4 6.15 22.0 
Youngstewn Sh. & T. Co. 1952 49 439.6 16.9 22.9 3.4 6.84 10.1 
1951 4.4 489.3 38.7 30.6 3.4 9.15 10.1 
Armco Steel Corp. . 1952 47 518.6 43.1 31.3 5.2 6.01 15.6 
1951 45 534.8 69.1 35.0 5.2 6.69 14.8 
Inland Steel Co. 1952 3.9 460.5 13.1 23.8 4.9 4.85 14.7 
1951 3.8 521.4 53.5 34.4 49 7.02 17.1 
Colo. Fuel & Iron . 19523 2.0 195.8 8.5 5.8 2.2 2.64 3.1 
19513 1S 191.4 19.32 10.02 2.0 4.892 3.2 
Wheeling Steel Corp. 1952 1.9 180.3 75 11.0 1.4 6.43 4.3 
1951 1.9 229.0 33.7 17.4 1.4 10.96 43 
Sharon Steel Corp. . 1952 1.6 132.4 2.8 5.1 1.1 4.65 4.4 
1951 1.6 170.0 18.5 8.9 1.1 8.06 3.4 
Kaiser Steel Corp. 19523 1.4 117.9 12.8 10.4 3.2 2.52 8 
19513 1.4 100.5 6.9 75 3.2 1.86 None 
Crucible St. Co. of Am. 1952 1.4 180.3 5.6 5.4 6 6.13 10% stk. div. 
1951 1.2 202.9 8.1 8.4 6 11.89 16% stk. div. 
Pittsburgh Steel Co..... 1952 1.2 130.2 4.8 5.2 1.2 3.25 2% stk. div.4 
1951 1.1 150.5 16.1 7.3 | 5.99 2% stk. div.4 
1 Credit reflects $9,269,000 recovery 195! EPT. 


2 Restated, reflects add 


itional 


Federal Taxes under Rev. Act 1951. 


Fiscal year ended June 30. 41952, 4 quarterly; 1951, | quarterly. 
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RE OF A NATION'S STRENGTH 








e 1953. from 98,273,224 twelve Federal income tax provisions 
d months earlier, or 7.1 per cent. by the 27 steel giants for 1952 fell 
it The total number of outstanding 64.8 per cent below 1951. 
e shares for all 27 enterprises also Net income of the companies 
increased—by 1.9 per cent. shown contracted by 22.3 per cent. 
1 However. the other statistics Sales and revenues declined by 
e, reflect the adverse effects of the 9.8 per cent. 
'y strike which shut down most of the Common dividend declarations 
.- nation’s steel production for some _ held up well. declining by only half 
of 54 days last year. of one per cent. 
Y IN 1951 AND 1952 
Net Sales Provision No. of 

yn Ingot and for Fed. Common Earnings Common 
ds Capacity Oper. Income Net Shares Per Dividends 
d Net Tons Revenue Taxes Income Outst'g Common Declared 
s.) COMPANY Year (in Mils. ) (in Mils.) (in Mils.) (in Mils. ) (in Mils.) Share (in Mils.) 
Barium Steel Corp...... 1952 89 $99.1 $6.6 827 2.3 $1.22 $i.1 
1951 89 91.6 8.7 42 22 1.87 9 
Allegh. Ludlum St. Corp. 1952 89 190.1 2.9 5.9 73.37 3.45 
1951 ‘82 229.1 20.2 8.8 1.6 5.40 41 
Granite City Steel Co.. 1952 72 74.6 3.9 5.0 14 3.17 15 
: 1951 72 86.6 8.0 5.1 13 4.02 27 
" Lukens Steel Co. ...... 1952 68 69.6 3.6 2.3 3 7.29 1.3 
1951 68 80.5 8.8 35 3 1416 13 
) Detroit Steel Corp...... 1952 66 87.4 4.7 4.3 2.4 1.80 2.4 
) 1951 66 113.7 21.8 10.5 1.2 8.87 2.4 
| Alan Wood Steel Co. 1952 63 60.5 25 2.3 6 3.17 8 
| 1951 63 58.8 42 23 S 322 8 
5 Copperweld Steel Co... 1952 62 71.6 2.4 23 5 4.38 1.0 
3 1951 55 76.2 5.5 2.7 5 5.14 1.2 
] No'west. St. & Wire Co. 19526 57 36.6 1.07 9 8 1.13 None 
19516 32 43.0 3.6 2.9 8 3.56 None 
| McLouth Steel Corp. 1952 55 9.6 4.2 1.0 4.44 None 
2 1951 42 Ws 5.2 10 )3=- 5.41 None 
3 Rotary Elec. Steel Co... 1952 43 37.2 2.8 1.8 3 6.35 49 
3 1951 ‘43 41.0 5.0 25 3.8.55 ‘68 
4 Keystone St. & Wire Co. 1952 40 49.0 6.1 4.1 19 2.17 3.0 
4 1951 40 44.4 6.1 47 192.52 3.0 
8 Laclede Steel Co....... 1952 Al 47.5 2.8 rt 2 10.34 9 
ne 1951 ‘41 47.7 5.1 2.8 2 gs Vl 
Vv. Continental St. Corp... 1952 39 35.7 1.9 15 5 2.94 9 
Vv 1951 39 39.9 42 15 5 3.05 1.0 
cae GRAND TOTAL 1952 105.18 $10,015.7 $426.5 $496.2 92.1 $243.6 
Vv. 1951 98.27 $11.101.4 $1,213.4 $638.5 90.4 $244.8 

Per cent — 1952 

over 1951 254 —=§5 —e m2 --19 0.5 

» Plus 2% stock dividend. 6 Fiscal year ended July 31. 

7 Cred ects recovery 195! EPT. 8 Plus 20% stock dividend. 
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HE RECENT listing on the Stock 

Exchange of Smith-Douglass 
Company’s common shares served 
to call attention to the fact that to- 
day’s bumper farm crops are prob- 
ably as much the result of wider 
use of fertilizers as they are of in- 
creased mechanization. 

Until 1940, between five and 
eight million tons of fertilizer were 
used in this country annually. 
Since then, however, there has been 
a major increase almost every year, 
with the result that 1952 use topped 
the 22.000.000-ton mark. 

Smith-Douglass—whose 979,580 
shares of $5-par value common 
stock (ticker symbol: SDG) have 
been admitted to trading — was 
founded in 1919 in Norfolk, Va., 
one of the nation’s major fertilizer 
manufacturing centers. 

Ability of the newly-listed com- 
pany to keep pace with the for- 
tunes of the fertilizer industry is 
indicated by the fact that—with 


Moving superphosphate to mixing 
machines 


at Streator, Ill. plant. 


Fertilizer Growth Noted 


In Surru-Dovuc 






LASS Listing 


the single exception of fiscal 1950 
sales have increased in each of 
the past ten years. 

Smith-Douglass operates _ nine 
manufacturing plants—two at Nor- 
folk and others at Wilmington and 
Kinston, N. C.; Danville, Va.; Sel- 
byville, Del.; East St. Louis and 
Streator, IIl., and Albert Lea, Minn. 

Recently two concerns which 
produce raw materials used in fer- 
tilizers were purchased—the Coro- 
net Phosphate Co., which mines 
phosphate rock near Lakeland, 
Fla., and the San Jacinto Chemi- 
cal Corp., San Jacinto, Tex., pro- 
ducer of an ammonia gas. 

For the fiscal year ended July 
31, 1952, net sales of Smith-Doug- 
lass amounted to $30,211,177, and 
net earnings of $1,467.423 were 
equal to $1.56 each on the com- 
mon shares now outstanding. For 
the nine months ended April 30. 
1953, sales spurted to $29.828.496, 
aided by the acquisition of Coronet 
Phosphate, and net earnings im- 
proved to $1,765,078, or $1.84 a 
common share. 

Until last November, all Smith- 
Douglass stock was held by the 
company’s management and their 
associates. Today, however. com- 
mon share owners—who received 
cash dividends of 30 cents per 
share each on January 15 and 


April 15—number 3,184. 
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COLLEGE STUDENTS 


By Dr. PETER SAMMARTINO, 
President, Fairleigh Dickinson 
College, Rutherford, N. J. 


EVEN OF OUR Business Admin- 
S istration students — five boys 
and two girls; all of them juniors 
or seniors — recently invested 
$100,000 of Fairleigh Dickinson 
College’s Endowment Fund cash 
in stocks and bonds. 

They allotted 40 per cent of the 
$100.000 to common shares, 30 
per cent to preferred shares, and 
30 per cent to bonds. The bonds 
were acquired early in May, the 
stocks late that month and early 
in June. 

Although it is, of course, too 
early to judge the investment de- 


cisions of our students, two things 
are certain: 


They didn’t take their in- 
vestment responsibilities 
lightly. 


{The students learned a 
great deal about the Amer- 
ican Economic System gen- 
erally—and individual se- 
curities in particular—be- 
fore reaching their invest- 
ment decisions. 


The $100,000 investment shows 














BOND PURCHASES 








Price Total 

Amount Issuer Paid Cost 
$ 1,000 Great Northern Railway 4!/2s of '76... $110!/, $ 1,118.25 
4,000 Great Northern Railway 4!/2s of '76 o« 1 4,457.50 
5,000 American Tel. & Tel. 234s of '80. 90!/, 4,543.33 
5,000 Consolidated Edison 3!/2s of '83 103 5,185.83 
5,000 Pacific Gas & Electric 33s of '85 1014, 5,125.63 
5,000 Allied Chemical & Dye 3!'/2s of '78 99\/ 4,984.65 
5,000 American Tobacco 3'/4s of '77........... 99 4,984.17 
eee 
| $30,000 $30,399.36 
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a yield of approximately 4.68 per 
cent, the students estimate. More- 
over, they anticipate that some of 
their common stock holdings will 
increase their dividend payments 
sooner or later. 


Expected Income 

The expected income of some 
$4.680 annually—all of which is 
earmarked for needy scholars 
will provide 23 student scholar- 
ships of $200 each. 

The plan to have Fairleigh Dick- 
inson Business Administration stu- 
dents learn about investments by 
using the 
Fund crystallized early last fall. 
At that time, Edward T. T. Wil- 
liams. President of The Lambert 
Company; Fairleigh S. Dickinson. 
President of Becton, Dickinson and 
Company, and I met and ironed 
out some of the problems involved 
in such a plan. 


college’s Endowment 


Three financial advisers for the 
students were selected: Robert Bay- 
lis, Assistant to the President of 
the Consolidated Cigar Corpora- 
tion; John Korn, a member of the 
New York Stock Exchange. and 
Lewis D. Gilbert, an investor in a 
large number of corporations and 
a well-known figure at the annual 
meetings of many prominent com- 
panies. 

Mr. Baylis met with the seven 
students each week. and the com- 
mittee of three met monthly. 


Final Approval 

The College Treasurer, repre- 
senting the Board of Trustees. had 
the right to disapprove any invest- 
ment decisions reached by the stu- 
dents and approved by their advis- 
ers. Actually, however, he never 
found it necessary to exercise his 
veto power. 

The 


students worked hard at 


The students meet with their three financial advisers (at head of table. left 





to right) Lewis Gilbert, Robert Baylis and John Korn. 


ad 














3efore becoming president of Fairleigh 
Dickinson College in 1942, Dr. Sammartino 
taught at Middlebury College, the New 
College of Columbia University, and the 
College of the City of New York. He 
started his teaching career in the public 
schools of Brooklyn. A graduate of the 
College of the City of New York in 1924, 
he received his doctorate at New York Uni- 
versity seven years later. He has also 
studied at the University of Paris. Dr. 
Sammartino has written or collaborated in 
a dozen textbooks and scores of articles for 


newspapers and magazines. He has served as president of the New 
Jersey Junior College Association, as secretary of the New Jersey 
Association of Colleges and Universities, and he took part in the 
work of the President’s Commission on Higher Education. 





their job. Each company under 
consideration was discussed and 
analyzed thoroughly before any at- 
tempt to reach an investment deci- 
sion was made. The students 
learned how to read and digest cor- 
poration facts; they learned the 
value of investigation: they dis- 
covered the virtues of diversifica- 
tion. They developed the realiza- 
tion that stock and bond prices are 
frequently a barometer of national 
and world events. 


Sense of Responsibility 

Their sense of responsibility 
grew with the knowledge that they 
must never lose sight of safety of 
principal. 

When a decision was executed. 
the broker’s confirmation of the 
order became important enough to 
rate display on a special bulletin 


boa rd. 


We expect to make this student 
investment program a regular part 
of our investment and securities 
course which is required of all 
Business Administration students. 

Whether there will be as much as 
$100.000 for students to invest 
every year will depend, of course, 
Student committee discusses stock 


purchases with Mr. Baylis (at desk) 
and Mr. Korn (fourth from left). 























No. 


Shares Company 


50 Ohio Power 4.40%... 
50 American Tobacco 6% 


50 Philadelphia Electric 4.68% 
50 Merck & Co. 312% 


300 





PREFERRED STOCK 


50 Virginia Electric & Power $5 


50 Consolidated Edison of N. Y. 5% 








HOLDINGS 
Price Total 
Paid Cost 
‘ivatets Batts $ 96 $ 4,825.00 
109 5,475.00 
134 6,725.00 
106!/, 5,337.50 
101% 5,099.85 
81 4,075.00 
$31,539.35 








upon how healthy our Endowment 
Fund happens to be. 

Future Business Administration 
students. we anticipate, will make 
not only their own investment de- 
cisions, but they will be expected 
to review those made by their pred- 
ecessors. 

They may well decide that some 
of the securities acquired in May 


or June, 1953, shall be sold in the 
summer of 1954, or 1955 or 1956. 
If so, we hope that their decisions, 
too, will be sound ones. 

Obviously, a lot of work and 
careful study is involved. 

But any program which makes 
academic work meaningful in 
terms of the realities of life de- 
mands that kind of attention. 





No. 
Shares Company 

50 Allied Chemical & Dye 

25 E. |. du Pont de Nemours... 
100 Standard Oil of California 
40 General Electric 

25 Atchison, Topeka & Santa Fe 
50 U. S. Steel 

50 National Biscuit 

50 Best Foods 

50 Johns-Manville 





100 American Radiator & Stan. San. 
100 Ohio Edison 

100 Public Service Electric & Gas 
100 Southern California Edison. . 
50 International Paper........... 
890 


COMMON STOCK PORTFOLIO 








Price Total 
Paid Cost 
. $ 684 $ 3,452.42 
scpaceitatace Sete 9654 2,428.25 
54 5,431.40 
74 2,982.40 
92%, 2,332.03 
391/, 1,983.33 
361, 1,861.35 
36 1,817.16 
b6!/, 3,339.40 
141/, 1,442.13 
37%, 3,803.88 
263%, 2,660.69 
35%, 3,602.88 
4 ainedestraSpia vane estate 52!/2 2,646.06 
$39,783.38 
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NATIONAL ADVERTISING 
.... And What It Takes 


B* AUsSE of the growing accept- 
ance of advertising as an in- 


dex of the importance of a cor- 
porate enterprise, it may be worth 
noting that 17 of the 20 largest 
national advertisers last year were 
companies whose shares are listed 
on the Stock Exchange. 

Total 1952 advertising expendi- 
tures of the 20 companies cited be- 
low was $396.889,.951. The figure 
for each enterprise includes the 
amount spent for advertising in 


newspapers. in magazines. on the 
radio. television, and outdoor. 

Excluded. however, are amounts 
spent on radio and television talent, 
mechanical costs in preparing 
newspaper and magazine ads and 

in the case of L951 only-—ex- 
penditures for outdoor advertising. 
which are unavailable. 

For the 20 companies shown, the 
average expenditure for advertis- 
ing in 1952 was just short of 
$20.000.000. 





Company 


General Motors 
Procter & Gamble 
General Foods 
Colgate-Palmolive-Peet 
Lever Bros. 


Ford Motor Co. 
Chrysler 

R. J. Reynolds 

Distillers Corp.-Seagrams 
General Mills 


American Tobacco 
General Electric 
Schenley Industries 
Liggett & Myers 

Gillette Co. 

Sterling Drug 

Philip Morris 

Campbell's Soup 
National Distillers 
American Home Products 


Totals 





20 LARGEST NATIONAL ADVERTISERS 





1952 1951 
$ 45,667,318 $ 36,928,064 
45,517,856 47,173,616 
31,032,584 27,682,394 
29,561,307 24,162,830 
26,986,643 22,888,739 
22,756,144 17,172,379 
21,480,850 20,338,179 
18,592,522 14,639,541 
17,369,405 14,126,884 
16,893,528 13,965,846 
15,331,903 12,783,367 
15,145,941 18,244,975 
14,255,283 12,175,712 
13,133,592 11,466,403 
11,906,495 8,559,356 
11,157,361 11,187,538 
10,658,973 9,295,386 
9,862,822 10,139,038 
9,794,461 10,339,363 
9,784,963 10,322,122 
$396,889,951 $353,591 ,732 











PUBLIC industry s 


bie utility 
E status as the largest lister of 


common shares on the Stock Ex- 


change was solidified further in 
recent weeks by the admission to 
trading of two new equity issues. 

Both of the Du- 
quesne Light Company and Wis- 


newcomers 


consin Public Service Corporation 
—formerly were part of the Ameri- 
can Gas & Electric System. which. 
like utility 


companies. was forced by law to 


many other holding 
divest itself of operating subsidi- 
aries. With these two new listings. 
105 publie utility companies have 
a total of nearly 479,000,000 com. 
mon shares listed on the “Big 
Board.” 

Duquesne Light listed 6.000.000 
shares of its S10-par value com- 
mon stock (ticker symbol: DOU). 
This utility sells electricity in Al- 
legheny County. which includes 
Pittsburgh. and in part of Beaver 
County, Pa. 

Duquesne’s operating revenues 
and net income both set new ree- 
the 12 months 
March 31. 1953. Revenues rose to 
$78.876.000. and net 


$14.705.000. or 


ords in ended 
income to 


$2.20 a common 


20 







Two New 
Equity Issues 
Boost Lead 
of Utilities 


share. from $75.147.000 and $13.- 
256.000. or $2.07 a share. respec- 
lively. in the preceding 12 months. 

Dividends of $1.50 a common 
share were paid in each of the last 
three years. A payment of 40 
cents will be made July 1. indicat- 
ing an annual rate of $1.60. 

Duquesne has 9,253 common 
share owners. 

Wisconsin Public Service listed 
2.218.070 of its $10-par value com- 
mon shares (ticker symbol WPS). 
This company serves some 543.000 
people in a 10,000-square mile 
north central and north- 
eastern Wisconsin and an adjoining 
section of upper Michigan. which 
are principally dairy regions. 


area in 


Last year’s net earnings of Wis- 
Public Service reached a 
new peak at $3.668.000. or $1.36 
a common share. For the first 1953 
quarter, net improved further to 
$1.252.596. or 49 cents a share. 
$1.044.918, or 44 cents in 
the same three 1952 months. 


consin 


from 


Two common dividends—-each 
amounting to 271% cents a share 
paid so far in 1953 to 


company’s 9.019 com- 


have been 
this utility 
mon share owners, 





Five Unique 
Dividend Payers 


OME MONTHS AGO, a reader sug- 
S gested that THE EXCHANGE 
Magazine devote a short article to 
listed common stocks which have 
paid the exact same cash dividend 
and nothing more —in every 
single quarter for approximately 





cided that the five common stocks 
cited in the table below are the 
only listed issues which met the 
requirements set by the reader. 

Despite their steady dividends, 
the five common stocks registered 
rather wide market price fluctua- 
tions in the period 1943-1952, vary- 
ing from $24.50 to $73 a share. 

At their June 1. 1953, closing 
prices, every one of the five was 
selling below the high for 1943- 
1952, but well above the low for 











S. the last decade. that period. As compared with 
n This ruled out any extras, spe- their 1943-1952 peaks, the five 
st cials, year-end or other additional issues were down from 75 cents to 
() cash distributions, as well as any $46.12 a share. However. gains 
it stock dividends or split-ups. over the 1943-1952 lows ranged 
On first impression it seemed from $11.87 to $26.87 a share. 
yn likely that there must be 20 or 25 An investor who purchased 10 
listed common stocks which would — shares of each of these five com- 
ad meet the requirements specified. mon stocks at the closing price the 
i but it didn’t turn out that way. first day of last month would have 
h The trouble encountered was that invested $3,300. He could expect 
) so many equities had boosted their on that investment—assuming con- 
le cash distributions, or paid extras. tinuation of the same cash _pay- 
h- or had voted stock dividends or ments made in every quarter since 
1g had split—not that payments had — the first three months of 1943— 
th heen reduced. annual dividend income of $180. 
Eventually. the statisticians de- That's a yield of 5.45 per cent. 
is es 2 Se SS 
a Five Equities Which Have Paid the Same Cash Dividend in Every 
- Quarter Throughout the Last Decade 
es Reported 
to Cash Div. Pd. 1943 - 1952 Round Lot Closing 
in Ist Quar. Price Range Sales for M'kt. Price Percent 
na wm IMs 183 High = Low 1952 6-1-53 Viele" 
in Amer.-Hawaiian Steamship $0.75 $0.75 $56 $ 30 57,400 $ 55!/, 5.4% 
American Tel. & Tel. 2.25 2.25 2004, 12714 2,636,000 1541/g 5.8 
ch Gen. Precision Equip 0.25 0.25 40!/, 11% 192,800 2334 4.2 
Pacific Gas & Elec. 0.50 050 47% 23% 682,500 38 5.3 
to Pacific Lighting 0.75 0.75 67, 33 150,000 5854 5. 
n * Bas 3n annual cach divi ting to four times the quarterly rate shown, 








To the man who 


“mentally” bought 


TIVA IT 


stocks yesterday 


M40] 
*\LAXAULS 


Did you ever “mentally” buy a few 

shares of one of your favorite companies 

and figure what you might have 
made “if”... 7 


MAN 


Today, you might really be a share 
owner of that company if you'd kept 
these points in mind: 


pasoubad +5 


ONVHOXA ai 


MYOA 


S 
i, 
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“What would | own?” When you buy 
stock, you don’t buy just a fancy sheet of 
engraved paper with your name on it. 
You buy part ownership in a business. 
If the company prospers, your share of 
the company becomes more valuable. 
That’s what makes the risk of share 
ownership attractive to millions of peo- 
ple. In some companies, at least. 


mn 
N 
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“How does the Stock Exchange help in- 
vestors?” Well, the Exchange requires 
that every company meet certain stand- 
ards before it can be admitted to the 
Exchange’s list. No new, untried com- 
panies can qualify. No company whose 
financial statements aren’t readily avail- 
able. No company that has never made 
a million dollars’ profit in a single vear. 

“What about dividends?” Stock by stock, 
that’s for a broker to tell you-—he has 
the records at his finger tips. Altogether, 
the 1,084 corporations on the New York 
Stock Exchange paid two-thirds of the 
total amount of all dividends mailed to 
share owners in the United States in the 
first half of this year. 
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A&VUE 


“Does the broker pick me a stock or do 1?” 
It can work either way. But if you're 
wise, you’ll make him a partner in your 
decisions. Tell him your aims, your prob- 
lems, and talk it out with him. His help 
is yours without charge, even if you're 
just shopping around. 
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